AR46 


fb 


WAJAX LIMITED ANNUAL REPORT 1975 


PS aiee 
a 


Cem meer enn Cemenennn en 


CORPORATE DIRECTORY 


DIRECTORS 


OFFICERS 


BANKERS: 


REGISTRARS: 
TRANSFER AGENT: 
LEGAL COUNSEL: 
AUDITORS: 

STOCK LISTINGS: 
HEAD OFFICE: 


*IAN B. CAMPBELL, C.A. 

*R. W. CHORLTON 
GOWAN T. GUEST 
DEREK A. HANSON, Q.C. 
F. G. HARVEY 

THOMAS LOHNER, Dipl. Ing. 
PETER PAUL SAUNDERS 
D. R. SOBEY 

*D. C. H. STANLEY 

*D. L. TORREY 

*JW. WALKER, O.B.E., Q.C. 


*Member of the Audit Committee 


J. W. WALKER, O.B.E., Q.C. 
W. CHORLTON 
NB. CAMPBELL, C.A. 


CRAWFORD 


R. 
A 
JA. 
F.G. 
S. M. PETRUSEWICZ 
R. G. WILLOX 

P. G. SIMS, C.A. 


Bank of Montreal ¢ Bank of British Columbia ¢ 
Royal Bank of Canada ¢ Seattle-First National Bank 


National Trust Company Limited 
The Royal Trust Company 


Weldon, Courtois, Clarkson, Parsons and Tétrault 


Touche Ross & Co. 


Montreal Stock Exchange * Toronto Stock Exchange 
350 Sparks Street, Ottawa, Ontario K1R 7S8 


Chairman of the Board 

President and Chief Executive Officer 
Executive Vice President 

Vice President 

Vice President and Secretary 

Vice President 

Vice President 

Treasurer 


FINANCIAL HIGHLIGHTS 


Operations (thousands of dollars) % Change 1975 1974 
Gross Revenue lege? $93,369 $83,965 
Net Earnings 2256 4,050 3,303 
Financial Position (thousands of dollars) 
Working Capital 52.4 22,406 14,699 
Long-term Debt 88.9 8,500 4,500 
Shareholders’ Equity 34.3 18,607 13,858 
Per Common Share 
Net Earnings 18.6 Se. Se PLAS) 
* Dividends 30.8 85 ‘65 
Shareholders’ Equity 157.0 TAS 7 9.89 
* Note: The rate shown is the basic dividend applicable to the Class A shares. 
Gross Revenue Net Earnings 
Millions Millions 
100 4 
75 3 
50 2 
25 1 
1973 1974 1975 1971 1972 1973 1974 1975 
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REPORT TO THE SHAREHOLDERS 


The past year has been one of active growth and 
development for Wajax and it is gratifying to be 
able to report the attainment of record levels of 
gross revenues and of earnings. Maintaining 

a trend unbroken since 1962, consolidated 
gross revenues increased by 11.2% to reach 
$93,369,000. Net earnings at $4,050,000 
were up 22.6% over the previous year, and 
notwithstanding an increase inthe average num- 
ber of shares outstanding, earnings on the per 
share basis improved 18.6%, from $2.36 to $2.80. 


The satisfactory results for the year as a whole 
are somewhat clouded by the fact that the final 
quarter's volume was down from the previous 
year. This reflected in part the generally softer 
tone developing in some of the Company's 
markets and the hesitancy displayed by many 
capital equipment purchasers when confronted 
with the Anti-Inflation Program. In view of the 
substantial degree of apprehension pervading 
business circles throughout Canada we believe 
there will be a tendency to stretch out or defer 
Capital equipment purchases, which could affect 
us adversely. In the light of this possibility we 
feel that any further earnings improvement in 
1976 may at best be marginal. 


While we have attributed some adverse effects 
to the Federal Government's intervention in the 
economy, we do not take a negative view of 
the spirit of the Anti-Inflation Program. It seems 
unfortunate that some of the Regulations as 
originally conceived have a disincentive tendency 
in their application to productivity and efficiency. 
We can more easily cope with a restrictive 
program when it ts clearly defined, and it is the 
uncertainties of our present situation which are 
creating problems, rather than the hard 
economic facts. 


Turning now to the positive achievements of 
1975, the operations reports on following pages 
tell the story of significant progress in most of 
our divisions, with an outstanding contribution 
from Mine Equipment and steady growth in the 
Utilities sector, domestic as well as export. 
Materials Handling suffered more severely from 
slower market conditions aggravated by labour 
Strife in the forest industries, but performance 
was very creditable in the circumstances. Diesel 
Engines and Construction Equipment advanced 
moderately, while an excellent year for Forest 
Fire Control was partly frustrated by hose 
production problems. 


Substantial as Our success has been in 1975, 
and indeed over the past ten years, we recognize 
that there is no room for complacency. In our 


report for 1970 we said: ‘“Your Company has 
demonstrated an ability to ride out a period of 
economic slowdown”, and since that time we 
have worked diligently to maintain and develop 
the capacity to adapt quickly to changed con- 
ditions. During 1975 management laid great 
stress upon the consolidation of operations and 
the refinement of operating techniques; as a 
result, we firmly believe that our organizational 
structure and competent operating management 
are more than adequately prepared to face what 
lies ahead. 


A major development during the year was the 
decision to improve the Company’s working 
capital position by proceeding simultaneously 
with an equity and a funded debt offering. 

A successful rights offering of 200,964 new 
common shares was completed in October with 
net proceeds of $1,960,000 while at the same 
time the Company arranged for the private 
placement of twenty-year 1134% sinking fund 
debentures, Series B, to a principal amount of 
$4,000,000. These measures, together with 
tighter management of current assets, have 
created a significantly stronger capital base 
which will greatly enhance our ability to take 
advantage of appropriate growth opportunities. 


Your Directors’ decision in August to increase 
the annual Class A dividend rate to $1.00 was 
also fortunate in the light of the controls 
instituted last October. In this connection it is 
perhaps worth noting that, with the exception 
of 1968 when it remained constant, the dividend 
rate has been increased in each successive year 
since 1964. The modest dilution introduced by 
rights and other share issues over the years 
has thus clearly been taken in stride. 


On pages 14 and 15 we are again reproducing a 
series of charts giving a broad overview of the 
nature of our diversification. The breakdown by 
sales category reflects an increase in the pro- 
portion attributable to parts sales, while the 
geographical distribution shows that the slow- 
down in British Columbia was more than match- 
ed by our improved market penetration in the 
Midwest, Northwest Territories and the Yukon. 
From the end-use standpoint, the three sectors 
increasing their share of the total were 
Industrial/Commercial, Utilities and 
Mining/Petroleum/Gas, the latter claiming 30% 
of all gross revenues. Declining activity in the 
Forest Industries and Construction sectors 
reflected the economic weakness In those areas, 
while Transportation also declined marginally. 


During the year Mr. A. A. Schultz, formerly 


Manager of Waterous Calgary branch, was 
appointed President of Waterous GM Diesel 
Limited in Edmonton. We regret to record the 
resignation on health grounds of Mr. W. F. Barr, 
Vice President of Wajax Limited since 1972 and 
a valued member of its management team for 
almost 20 years. Mr. J. A. Crawford, Vice 
President Operations of our subsidiary Wajax 
Industries Limited, has since been appointed 

a Vice President of Wajax Limited. 


In accordance with the formal notice enclosed, 
the Company's Annual General Meeting is to be 
held at the Harbour Castle Hotel, Toronto, on 
Wednesday, April 21, 1976 at 11:00 a.m., and 
it is hoped that the encouraging attendance of 
shareholders in the past will be maintained. 


We have produced a good result under difficult 
conditions in 1975, and your Directors are 
grateful for the enthusiasm and dedication of 
allthose who have made this possible. Whatever 
conditions we face in 1976, these qualities 
assure us of an outstanding Wajax response. 


On behalf of the Board, 


Cw CherQle, 
R. W. Chorlton, 
President and Chief Executive Officer. 


Ww Walle, 


J. W. Walker, Chairman of the Board. 


FINANCIAL REVIEW 


The year 1975 saw acontinuation of the upward 
trends in gross revenues, net earnings, working 
Capital, shareholders’ equity and dividends 
declared, which were commented on last year, 
and which are shown in more detail on pages 14 
and 15 of this report. 


Areturnto more normal procurement cycles and 
inventory levels, particularly insofar as our North 
American sourced material was concerned, en- 
abled us to make a more realistic evaluation of 
our medium term cash requirements than had 
been possible during the very hectic and con- 
fused trading months of 1974. While this 
evaluation indicated no immediate need of ad- 
ditional funds, we realized that if we are tomove 
ahead actively and agressively when suitable op - 
portunities for growth are discovered, less depen - 
dence on short term borrowings was desirable. 


Stock market conditions in mid 1975, while 
recovering somewhat from the 1974 lows, were 
not buoyant, and bond yields, notwithstanding 
some slight decline, were still at high inflation- 
anticipation levels. 


Against this background, management decided 
that we should not risk waiting for more 
advantageous market conditions, but should 
proceed with our plans to strengthen the 
financial base of the Company in anticipation 
of continued growth. Accordingly, in September 
and October, $4,000,000 1 134% sinking fund 
debentures due 1995 were placed privately 
through our underwriters and an additional 
200,964 common shares were issued by way of 
a rights offering to shareholders. The net 
proceeds of these two issues amounted to 
approximately $5,800,000. 


The closing months of the year were marked by 
the announcement of the Federal Government's 
Anti-Inflation Program. We do not believe the 
general philosophy of the legislation is to restrict 
the return onthe sales dollar or on the investor's 
equity to the point that growth and employment 
would suffer, nor do we believe it was intended 
to curtail individual challenge or to roll back 
personal income levels. The sad fact is that the 
regulations and guidelines as initially issued do 
in fact produce these results in some important 
areas, and we can only hope that they will be 
amended. In compliance with the Program, we 
have organized ourselves to ensure that all profit 
centre managers are aware of our interpretation 
of the guidelines; to ensure that they in turn 
have taken all reasonable steps to implement 
them; and to provide the structure for evaluation, 
reporting and appeal to the Anti-Inflation Board. 


Of more significance, it is our feeling that, by and 
large, our consolidated profits will not be 
seriously affected by the application of the guide- 
lines. By 1974 we had attained our long sought 
goal of an 8% pre-tax return on sales, which was 
maintained through 1975 and is close to the 
maximum permitted by the highly competitive 
markets in which we operate. As indicated earlier 
in the review of new financing during the year, 
we believe that meaningful future growth of 
profits will only come from a substantially larger 
base of gross revenues - to be attained by greater 
market penetration with existing lines, new 
lines and possibly a broader marketing base. All 
these objectives are being actively studied and 
acted upon. 


OPERATIONS 
This year’s operations were carried out in an 


environment of somewhat more stable but 
generally high interest rates; a Canadian dollar 
which for most of the year showed considerable 
weakness against other world currencies; and a 
continuing but, from our point of view, far less 
marked degree of inflation. 


Gross profit ratios reflected the changing market 
conditions in various parts of the country, but on 
consolidation show a slight improvement over 
the previous year. Price increases from our sup- 
pliers, particularly those in the United States, 
were not as pronounced as in 1974, but this was 
partially offset by the approximate 5% increase 
in the cost of imported goods resulting from 

the weaker Canadian dollar. Also contributing 
to the improvement in gross profits were the 
somewhat smaller charges required for inventory 
reserves, and an improving record on warranty 
and the cost of commissioning major units after 
sale. 


A brief comment on the fourth quarter results. 
Despite somewhat lower grossrevenues compared 
to 1974, net earnings after taxes for that quarter 
were ahead of last year as a result of the lower 
effective income tax rate. This tax reduction 
results primarily from the fact that in 1974 the 
fourth quarter bore the full burden of the 10% 
Federal surtax applicable to the last eight 
months of the year ($157,000). In addition, our 
preliminary estimate of the effective 1975 cor- 
porate tax rate proved to be approximately one 
percent high, and was adjusted in the final 
quarter. 


BALANCE SHEET 

The consolidated balance sheet at December 
31, 1975 is the strongest in the Company's 
history, reflecting not only the additional capital 
raised during the year but also continued 
contribution to working capital from operations. 
Our dependence on short term bank borrowings 
to finance current operations has been sub- 
stantially reduced and leaves us considerable 
leeway for financing growth or diversification. 
Working capital at $22,406,000 ($13.94 per 
share) is up over $7,700,000, bringing the 
increase in the past two years to almost 
$10,000,000. Shareholders’ equity is $11.57 
per share compared to $9.89 per share on 
fewer shares at the end of 1974. 


Accounts receivable are down a million and a 
half dollars, reflecting the somewhat lower 
fourth quarter grossrevenues. Ourcredit routines 
continue to be effective and bad debts incurred 
during 1975 were minor, but collections in 

the latter part of the year were made most 


difficult by the interruption of mail service for 
almost all November and the early part of 
December. 


Inventories, while up three million dollars from 
last year, have in fact stabilized during the 
second half of the year, to the point that they are 
lower in December than at the end of June. The 
substantial accumulation during the first six 
months of the year was primarily related to 
Smith Bros. and to its products on hand at 
Wajax Industries, and represents a buildup to 
what appears to be a more realistic level of 
inventory required for this combination of manu- 
facturing and distribution. Parts inventories and 
sales continue to increase, especially in the 
Mine Equipment division where year-end inven- 
tories are up $1 million. 


Policies with regard to the writedown of inven- 
tory values and provision for parts obsolescence 
remainedconsistent with those of previous years, 
and due to an improving product mix and con- 
tinued close supervision of inventory content, 
the charges to operations on this account were 
somewhat lower than in the previous year. 


Capital expenditures continue to be somewhat 
higher than contemplated and amounted to 
$1,290,000 during the year. Almost half of 
this arose through a major expansion of our 
Waterous GM Diesel facilities in Edmonton, a 
decision brought about in mid year by the current 
and projected growth of our Detroit Diesel and 
Allison Transmission business in Alberta. The 
balance is accounted for by general improvements 
to our facilities across Canada, particularly in 
Vancouver, Seven Islands, and by our move to 
new Head Office accommodation in Ottawa. 


The increase of $250,000 in our future annual 
rental liability results primarily from a 27,000 
square foot expansion to the Smith Bros. plant, 
new facilities for the Milling Division in Toronto 
and the Crane Division of Wajax Industries in 
Montreal, as well as the Head Office premises 
mentioned above. 


DIVIDENDS 

Dividends paid during the year amounted to 85¢ 
per share, the seventh consecutive year of 
dividend increases. For the twelve month period 
ending October 13, 1976 the Anti-Inflation 
Program restricts the dividend payout to the 
$1.00 annual rate (basic Class A) established 
last August. 


Jas k Mamnceteg 


lan B. Campbell, Executive Vice President 


OPERATIONS 


MINE EQUIPMENT 

Inflated costs, softness in the metal market, and 
uncertainties arising from government tax 
policies, combined to make 1975 a difficult year 
for Canadian mining. In spite of these problems 
inthe industry, Wajax’ mine equipment business 
saw another year of solid growth. 


While availability was affected by a period of 
labour unrest, demand for Eimcoload-haul-dump 
machines remained strong. During this period 
Eimco products were introduced to two new 
markets: underground coal mines in Western 
Canada, where special safety features are 
required for operation of the diesel driven units 
in gassy atmospheres, and the Montreal Metro 
extension where Eimco 10 cu. yd. L-H-D units 
are now working. At the 15 cu. yd. level, demand 
for the Marathon LeTourneau front end loader 
was also sustained with substantial deliveries to 
the Great Canadian Oil Sands andalsoto Eastern 
copper, iron and asbestos producers. Marathon 
LeTourneaucranesalestonon-miningcustomers 
included five crashed aircraft recovery cranes 
for the Canadian Armed Forces. 


Pumps are a Wajaxspecialty, and much emphasis 
has been placed on broadening our position in 
this important market. Several leading manu- 
facturers are represented, chief of which is 


Allen-Sherman-Hoff, specializing in slurry 
handling pumps. In the Tar Sands, G.C.O.S. 
and Syncrude purchased pumps manufactured 
by A-S-H, who also produced their largest 20’ 
neoprene-lined model for a corrosive slurry 
pumping operation in New Brunswick. 


Growth inconventional applications of Trelleborg 
industrial rubber was supplemented by new 
developments including the successful lining of 
200-ton truck boxes and environmental sales for 
dust sealing and noise suppression; increased 
volume was accommodated by moving the 
Milling Division to a new 30,000 sq. ft. plant in 
Toronto's Markham suburb. Dowty-Meco con- 
veyors and Fenaplast belting maintained astrong 
position in their markets, experiencing active 
demand from the Saskatchewan potash mines 
in spite of political uncertainties. 


Wajax representation of the West German heavy 
engineering firm Gutehoffnungshitte (GHH) 
was rewarded by a contract for a 1500-ton-per- 
day pig ironcasting machine. scheduled for 1976 
delivery to a Lake Erie steel complex. Other 
new representation includes UK-based Dosco 
Overseas Engineering Limited, a member of the 
Hawker Siddeley Group, whose state-of-the art 
road heading machines have wide application in 
coal mining and medium hard rock tunneling. 


MATERIALS HANDLING 

The materials handling market in 1975 was 
rigourously challenging. The year opened under 
conditions of softening demand, extended 
deliveries and inflated prices, with some com- 
petitors selling against us from over-stocked 
inventories. These situations eased somewhat 
over the period, but the maintenance of an 
acceptable level of profitability required the 
deployment of our maximum capabilities. 


Hyster, our major account, moved ahead both in 
terms of availability of product and of com- 
petitive pricing, and great interest was aroused 
by the announcement of their radically new line 
of cushion tired trucks in the 3,000 to 10,000 Ib. 
capacity range. Development of the Hyster 
electric truck market continues to make steady 
progress. Some broadening of activities is 
evidenced by a newly-acquired line, the White 
“Switchmaster’’, which doubles onrailand rubber 
as a yard locomotive and tractor. 


Success in the face of market difficulties is partly 
attributable to tighter management of our 
resources. Inventories of new equipment were 
centralized and rationalized, eliminating duplica- 
tionandimproving availability. Stocks of sundries 
and accessories were reduced and the proceeds 
invested in faster moving items. Organization 


and procedures for handling major accounts 
across Canada were restructured to ensure 
continuity of sales and service contact from one 
area of responsibility to the next. From the 
efficient base thus established, we face the 
undoubted problems of 1976 with a measure of 
confidence. 


CONSTRUCTION EQUIPMENT 

Adecline in housing starts reduced the economic 
base of our construction equipment operations, 
but by shifting emphasis to the most profitable 
market sectors, the margin of profit on the sales 
dollar was sustained and an acceptable overall 
result was achieved. 


Our product leader in sales gains was the Ditch ° 
Witch line of specialized ditching and trenching 
equipment, with an improvement of some 35% 
and a commanding share of market. Schwing 
concrete pumps continued to gain acceptance in 
Eastern Canada, and it is hoped to project this 
trend into Western Canada during 1976. 


Wajax claims world’s largest dealer status for 
Master and Essick equipment, comprising abroad 
range of space heaters, compactors andconcrete 
finishing machines, and had a good year with the 
Clemco line of sandblasting equipment. Sales 
targets for JLG and Calavar overhead manlifts 


were also attained. In concentrating upon these 
sales areas, Wajax has largely withdrawn from 
the small equipment rental field, thus elimina- 
ting an element of conflict with the rental houses 
who in many instances are major customers for 
products we sell. 


A large measure of our success in 1975 is 
attributable to the shrewdness and initiative of 
our division and branch managers, who enjoy 
considerable freedom of action within their 
areas of responsibility. We are confident that 
this structure will stand us in good stead during 
the coming year. 


UTILITIES 

Gloomy predictions for 1975 were not borne out 
by our performance in utilities markets, where 
volume and profitability once again established 
new records. Domestic demand for our Pitman 
product continued at a satisfactory level, while 
very substantial penetration of new export 
markets was achieved. 


Delivery was completed in October of a $1.4 
million order comprising aerial devices and digger 
derricks for Light Servicos de Eletricidade, the 
Brazilian electric utility company headquartered 
in Rio de Janeiro. In addition, a $2 million 
contract for similar equipment was negotiated 


last April for delivery early in 1976 to the 
Ministry of the Electrical Industry of the 
Republic of Cuba, with provision for training of 
Cuban personnel in maintenance and operation 
to be given both in Canada and in Cuba. Both of 
these contracts involved the financial and 
insurance participation of Canada’s Export 
Development Corporation. 


During the year production facilities were 
improved by the addition of 27,000 sa. ft. to the 
Smith Bros. Motor Bodies manufacturing plantin 
Markham township, just north of metropolitan 
Toronto. Difficulties encountered earlier with the 
procurement and pricing of components have 
gradually become lesstroublesome, and provided 
the economy sustains a healthy demand for our 
product we should have another good year 

in 1976. 


DIESEL ENGINES 

Waterous GM Diesel Limited, whose market area 
for Detroit Diesel Allison products covers Alberta, 
the Yukon and part of the Northwest Territories, 
surpassed its 1975 profit and volume objectives. 
During the first half, slackness in the lumber 
industry affected demand unfavourably, but in 
the latter part of the year this began to be offset 
by the resurgence of oil exploration activity; many 
formerly idle rigs are back on the job, and some 


are returning from the U.S. Tar sands develop- 
ments have fully justified our representation in 
Fort McMurray, and this is to become a full 
branch in 1976. 


Following the successful move in 1974 to 
enlarged service facilities for Calgary, it was 
Edmonton’s turn for expansion in 1975; 13,000 
sq. ft. was added to the already spacious plant in 
that city, providing an additional 12 bays for 
truck/tractor repairs and testing. 


In terms of the energy crisis, Waterous Is strate- 
gically placed from two standpoints - the 
economical diesel has a vital role in the conser- 
vation of existing resources, while participating 
significantly in the development of new coal, oil 
and gas reserves. 


FOREST FIRE CONTROL 

Forest fires pay little heed to the economy. With 
46% more outbreaks than in 1974, 1975 sawthe 
devastation of 2% million acres of Canadian 
forest, and the production of our pump and hose 
manufacturing plants was severely taxed to keep 
up with the demand. During the year, Wajax 
Industries Limited assumed marketing respon- 
sibility for these products within Canada, and 
while it would be premature to assess the 
immediate effect of this change, the wider 


coverage attained should produce positive results 
over the medium term. 


Export sales of pumps and accessories found 
broader bases in Africa, South America and 
Australia. U.S. demand was less pronounced, 
partly because of low incidence of fires, but also 
due to stringent Federal and State budget 
controls. 


The Niedner plant - 40% controlled by 

A. Haberkorn & Co. of Austria - produced larger 
quantities of hose in 1975, but encountered 
difficulties with newly installed production 
machinery which reduced its profitability to a 
marginal level. It is anticipated that this plant 
will make a more appropriate contribution to 
earnings in 1976. 


WOODLANDS 

With paralyzing labour difficulties in the West, 
and general softness indemand from theconstruc- 
tion industry, the Woodlands equipment market 
was almost completely non-existent. Under these 
conditions it was impossible to equal the record 
results achieved in 1974. Nevertheless moderate 
activity was sustained in the Barko loader line, 
and with the introduction of an advanced new 
model, present indications of an upswing are 
encouraging. 


CONSOLIDATED STATEMENT OF EARNINGS 


FOR THE YEAR ENDED DECEMBER 31 


Gross revenue 


Earnings before the undernoted items 
Interest on long term debt 


Earnings before income taxes 
Income taxes 


Net earnings for the year - Note 2 


Earnings per Class A and Class B share 


Weighted average number of shares outstanding 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31 


Retained earnings at beginning of year 
Net earnings for the year 


Expenses of issue of common shares - Note 3 
Dividends - Note 3 


Retained earnings at end of year 


1975 


$93,369,175 


$ 8,455,975 


501,400 


7,954,575 
3,904,650 


$ 4,049,925 


$2.80 
1,447,009 


1975 


S.6/032,515 
4,049,925 


12,582,240 


(102,184) 


(1,365,240) 


$11,114,816 


1974 
$83,964,832 


SE TES PavAs: 
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6,792,948 
3,490,071 
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$2.36 


1,401,114 


1974 


$ 6,210,410 
3 S02 oud, 


Siew Spodeli) 


(980,972) 
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WAJAX LIMITED 


(Incorporated under the Canada Corporations Act) 


CONSOLIDATED BALANCE SHEET 


ASSETS 
1975 1974 
Current oe 
Cash $ 56,629 $ 49,410 
Accounts and notes receivable 13,030,773 14,678,582 
Inventories 26,730,467 23,710,177 
Prepaid expenses 4152,210 164,495 
Deferred income taxes - Note 4 495,975 481,250 
40,466,054 39,083,914 
Other receivables 123,829 141,670 
Fixed aS 
Land, buildings, equipment and leasehold improvements 6,426,990 5,244,443 
Less accumulated depreciation and amortization — 3,036,944 2,603,594 
3,390,046 2,640,849 
Other 
Deferred income taxes _ 8,302 
Unamortized debenture issue expense _ 225,688 104,915 
Excess of cost of shares of subsidiaries 
over net book value of assets acquired 1,255,313 1255/3193 
1,481,001 1,368,530 
$45,460,930 $43,234,963 
On behalf of the Board: AUDITORS 


(as Choreler 


Director 


The Shareholders 
Wajax Limited 


We have examined the consolidated balance sheet of Wajax Limited and subsidiary com- 
panies as at December 31, 1975 and the consolidated statements of earnings, retainec 
earnings and changes in financial position for the year then ended. Our examinatior 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


\S AT DECEMBER 31, 1975 


LIABILITIES 
1975 
Current 
Bank indebtedness - secured $4,320; 732 
Accounts payable and accrued liabilities 10,351,869 
Notes payable within one year - Note 5 1,757,127 
Income and other taxes payable 1,228,544 
Dividend payable 401,929 
18,060,201 
Notes payable - Note 5 107,239 
Long term debt - Note 6 8,500,000 
Deferred income 60,729 
Minority interest 125,753 
SHAREHOLDERS’ EQUITY 
Capital stock - Note 3 
Common shares without nominal or par value 
Authorized Issued 
Class A 4,000,000 1,379,031 
Class B 2,000,000 227,886 
6,000,000 196077717 7,492,192 
Retained earnings 11,114,816 
18,607,008 


$45,460,930 


,EPORT 


1 our opinion these consolidated financial statements present fairly the financial position 
f the company and its subsidiaries as at December 31, 1975 and the results of their 
perations and the changes in their financial position for the year then ended, in accordance 
vith generally accepted accounting principles applied on a basis consistent with that of the 
receding year. 

)ttawa, Ontario 


ebruary 23, 1976 Chartered Accountants 


1974 


$ 8,037,892 
11,600,016 
2,055,862 
2,411,209 
280,329 


24,385,308 


215,680 
4,500,000 
145,215 
130/353 


5,326,092 


B,032,910 


13,858,407 
$43,234,963 


CONSOLIDATED STATEMENT OF CHANGESIN FINANCIALPOSITION 
FOR THE YEAR ENDED DECEMBER 31 


49750 1974 


Source of funds 
From operations ee 
Net earnings for the year $ 4,049,925 $ 3,302,877 
Items not requiring an outlay of funds oe 
Depreciation and amortization Dy 503,444 335,513 
Deferred income taxes : 6302 _ 103,375 
Other 2,900 26,369 
4,564,571 . 3,768,134 
Proceeds from sale of fixed assets oe 38,095. 232,966 
Decrease in other receivables — 217841 O67 73 
Increase in long term debt ~ 4,000,000 | = 
Issue of shares during the year - Note 3 = 2,166,100 — 16,065 
10,786,607 4,123,938 
Application of funds ag 
Expenses of issue of common shares - Note 3 102,184 a 
Purchase of fixed assets 1,290,736 1,297,938 
Debenture issue expense 128,273 = 
Decrease in notes payable 108,441 (87,999) 
Decrease in deferred income _ 84486 (73,608) 
Dividends 1,365,240 980,972 
= 3070360 2,117,303 
Increase in working capital & 7,707 247 $ 2,006,635 
Working capital at end of year $22,405,853 $14,698,606 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1975 


1. Accounting Policies 
Principles of Consolidation 
These consolidated financial statements include the accounts of Wajax Limited and all its subsidiary companies. 


Exchange Translation 


Assets and liabilities in foreign currencies have been converted to Canadian dollars at the rates prevailing at - 
December 31, 1975. Exchange gains and losses are taken into income in the year realized. 


Inventories 


Inventories, including used equipment and rental units, are valued at the lower of cost or net realizable value. 


Fixed Assets and Depreciation 


Fixed assets and leasehold improvements are recorded at cost. Depreciation, on the diminishing balance basis, and 
amortization are provided at the following rates: 


Buildings = [eye 
Equipment - 20% 
Automotive equipment - 30% 


Leasehold improvements - Straightline over expectedterm of lease 


Amortization of Intangibles 


Debenture issue expenses are amortized over the terms of the issues. The company believes that the excess of cost of shares 
of subsidiaries over net book value of assets acquired represents continuing value and accordingly is not amortizing it. 


2. Statutory Information 
The following charges have been included in determining earnings for the year: 


1975 1974 
Depreciation and amortization $503,444 $335,513 
Remuneration of.directors and officers 
Fees of 11 directors (11 in 1974), 
paid by Wajax Limited 44,917 35,700 
Remuneration of 8 officers (8 in 1974), 
of which 4 were directors, paid by 


Wajax Industries Limited 548,161 435,534 


3. Capital Stock 


Pursuant to a rights issue in October 1975, the company sold 200,964 common shares for $2,119,117. Expenses of issue 
of these shares amounting to $102,184 net of income taxes of $57,000 have been charged to retained earnings. 


The Class A and Class B shares are convertible to shares of the other class on a one for one basis. The rights of the Class A and 
Class B shares are identical except that dividends on Class B shares may be paid out of tax-paid undistributed surplus on hand 
or out of 1971 capital surplus on hand, provided that a dividend is paid on the Class A shares in an amount equal to the 
dividend on the Class B shares plus any tax applicable thereto. 


Changes in capital stock during the year were as follows: 


Class A Class B 
Common shares outstanding at beginning of year 1,231,254 170,392 
Shares sold pursuant to rights issue 177,993 22,971 
Options exercised during the year 5,107 - 
Class A shares converted to Class B shares (44,663) 44,663 
Class B shares converted to Class A shares 10,140 (10,140) 
Common shares outstanding at end of year 1,379,831 227,886 
Dividends declared during the year were as follows: 
Class A shares $1,177,826 
Class B shares 159,302 
Tax applicable to dividends on Class B shares 28,112 
$1,365,240 


Options, which expire five years after date of grant, are outstanding to purchase 17,793 of the authorized but unissued shares 
of the company as follows: 


To Directors To 
and Officers Employees 
Options granted August 10, 1972 at $9.00 per share 4,000 7,793 
Options granted April 30, 1975 at $10.35 per share - 3,000 
Options granted September 9, 1975 at $12.375 per share - 3,000 
4,000 Ss 7A 


4. Deferred Income Taxes 
Deferred income taxes included in current assets arise from the elimination from consolidated earnings of profits upon 


inter-company sales, and from equipment warranty and other provisions reflected in the accounts which are not deductible for 
income tax purposes until the expenses are actually incurred. 


5. Notes Payable 


Represents notes payable to suppliers and financial institutions of which $1,006,676 ($1,285,716 in 1974) is secured 
by inventories. 


6. Long Term Debt 1975 1974 


834% secured sinking fund debentures, Series A, payable March 1, 1993 $4,500,000 $4,500,000 


1134% secured sinking fund debentures, Series B, payable October 15, 1995 4,000,000 - 
$8,500,000 $4,500,000 


Annual sinking fund payments for Series A ($250,000) and for Series B ($200,000) commence in 1979 and 1977 respectively. 


7. Commitments 
The company and its subsidiaries have entered into long term leases of varying terms to 1996, for which the maximum net 
annual rental is $900,000 ($650,000 in 1974). 


8. Employees’ Pension Plan 

The latest actuarial review of the employees’ pension plan as at December 31, 1972, adjusted for changes in the plan in 1973, 
established an unfunded liability of approximately $450,000 which is being funded over eighteen years by annual payments, 
including interest, of $37,200. 


9. Anti-Inflation Legislation 

The company is subject to the Federal Government's Anti-Inflation Legislation, which became effective October 14, 1975. 
This legislation limits increases in prices, profits and compensaton. Management |s of the opinion that the company has no 
liability under this legislation at December 31, 1975. 


The Anti-Inflation regulations also restrict the total dividend payment to a maximum of $1.00 per share in the twelve month 
period ending October 13, 1976. 


TEN YEAR SUMMARY 


Years ended December 31 


1975 1974 1973 1972 1971 1970 

Gross Revenue $93,369,000 83,965,000 62,426,000 50,327,000 33,997,000 27,810,00C 
Pre-tax Earnings 7,955,000 6,793,000 3,928,000 2,920,000 1,863,000 1,462,00C 
After Tax Earnings 4,050,000 3,303,000 1,950,000 1,518,000 910,000 769,00C 
Income Taxes 3,905,000 3,490,000 1,978,000 1,402,000 953,000 693,00C 
Dividends Declared 1,365,000 981,000 767,000 435,000 272,000 222,00C 
Total Assets 45,461,000 43,235,000 34,709,000 27,092,000 23,434,000 17,311,00C 
Working Capital 22,406,000 14,699,000 12,692,000 10,174,000 8,115,000 6,424,00C 
Long Term Debt 8,500,000 4,500,000 4,500,000 2,775,000 3,150,000 1,826,00C 
Shareholders’ Equity 18,607,000 13,858,000 11,520,000 10,261,000 7,578,000 6,481,00C 
Pre-tax EarningSs- asa % of (Note 5): 

Total Assets 17.5 Laz, TES 10.8 8.0 8.4 

Shareholders’ Equity — 49.0 O3r0 36.1 Sa 2655 23% 

Gross Revenue 8.5 8.1 6.3 5.8 5.5 5 
Shares Outstanding (Note 2) 1,607,717 1,401,646 1,399,546 1,390,746 1,167,468  1,111,26€ 
Per Share: 

- Earnings (Note 3) 

Pre-tax 2 $05,650 $4.85 $2.82 $2.27 $1.65 $1.32 
After Tax $ 2.80 2.36 1.40 1.18 81 .69 

- Dividends Paid S$ .85 .65 .50 .2875 PLEAS 2G 

- Equity $11.57 9.89 8.23 7.38 6.49 5.84 

-Working Capital $13.94 10.49 9.07 7.32 6.95 57a 
Number of Shareholders 1,600 1,485 1,447 iy er 815 872 
Price Range of Shares (Note 2) $13%-9 $12-8% $14%-9% $12-6% $73%4-42 S47 -% 
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APPROXIMATE BREAKDOWN 
GROSS REVENUE BY GROSS SALES BY OF GROSS SALES BY END 
SALES CATEGORY, 1975 GEOGRAPHICAL AREA, 1975 USE MARKET, 1975 


1969 


5,427,000 
1,484,000 
693,000 
791,000 
197,000 


5,779,000 
6,235,000 
2,041,230 
5,935,000 


9.4 

26.2 
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5.34 
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1971 


Eight months 


December 31 


1968 1968 


ended 


>< 
Nae? 


730,000 


360,000 419,000 


311,000 


9291 2;99:1,000 


821,000 4,551,000 
170,630 1,422,135 


1972 


5,6 

e939 

4.4 
880,200 


Note 


$0.83 
48 
ARs: 
4.60 
Sale, 


565 
$5-3 


1973 1974 1975 


FIVE YEAR SALES 
CATEGORY BREAKDOWN 


1967 1966 
893,000 775,000 
465,000 601,000 
428,000 174,000 
127,000 100,000 

11,851,000 10,613,000 
4,798,000 3,954,000 
1795152989001-023,451 
3,652,000 3,323,000 

Mes 23 
25.0 27:8 
5.8 5:2 
844,800 844,800 
$1.06 $0.92 
.55 JAI 

LS p25 
4.32 3.94 
5.68 4.68 
682 741 
$3%4-2Y2 $3%-3 


Years ended April 30 


,£38,000 16,461,000 15,468,000 14,884,000 


ONTARIO 


1971 1972 1973 


FIVE YEAR 
GEOGRAPHICAL BREAKDOWN 


Note 
1. Results for 1971 have been restated on the 
deferred tax accounting basis adopted in 1972. 


2. Adjusted to reflect two-for-one stock splits in 
1968 and 1972. 


3. Per share earnings are based on the average 
number of shares outstanding during the year. 


4. Because comparisons are not meaningful in 
respect of the eight month period resulting from 
the change in the financial year end in 1968, 
calculated data for this period have been omitted. 
5. In 1966, income taxes were sharply reduced 
as a result of the carry-forward of previous losses. 
To maintain a valid basis for comparison, there- 
fore, these percentages have been calculated 

on the pre-tax earnings rather than the net. 


Hl 

1975 1972 1973 1974 1975 
FOUR YEAR 
END USE MARKET BREAKDOWN 


WAJAX LIMITED & SUBSIDIARIES 


WAJAX LIMITED 


350 Sparks Street, Ottawa, Ontario 


WAJAX INDUSTRIES LIMITED 

1 Moore Road, Dartmouth, Nova Scotia 

295 Joliette Street, Seven Islands, Quebec 

4165 Boulevard Hamel West, Quebec, Quebec 
6555 Cote de Liesse, Montreal, Quebec 

2114 Scott Street, Ottawa, Ontario 

7390 Woodbine Avenue, Toronto, Ontario 

163 Wicksteed Avenue, Toronto, Ontario 

248 Steelcase Road, E., Toronto, Ontario 

425 Millen Road, Hamilton, Ontario 

1260 Brookes Street, North Bay, Ontario 

1870 Ellice Avenue, Winnipeg, Manitoba 

Severn at Seal, Thompson, Manitoba 

8214 Fraser Avenue, Fort McMurray, Alberta 

6210 97th Street, Edmonton, Alberta 

5529 3rd Street, S.E., Calgary, Alberta 

1101 20th Avenue, N., Cranbrook, British Columbia 
2244 Nicholson, Prince George, British Columbia 
1441 Clark Drive, Vancouver, British Columbia 

320 Industrial Avenue, Vancouver, British Columbia 


WAJAX INTERNATIONAL LIMITED 


248 Steelcase Road, E., Toronto, Ontario 


GRANDE PRAIRIE RAY 
ve @ FORT McMURRAY 
PRINCE GEORGE - 
@ EDMONTON 
VANCOUVER @ CALGARY 
@ CRANBROOK 
@4 SEATTLE 
® 
PORTLAND 


WAJAX MANUFACTURING LIMITED 


6517 Cote de Liesse, Montreal, Quebec 


NIEDNER LIMITED 
190 Cutting Street, Coaticook, Quebec 


NIEDNER’S COMPANY INC. 


65 Clinton Street, Malden, Massachusetts 


PACIFIC PUMPERS INC. 
227 Andover Park East, Seattle, Washington 


WILCO FIRE EQUIPMENT CO. 
730 S.E. Powell, Portland, Oregon 


SMITH BROS. MOTOR BODIES LIMITED 


-7400 Woodbine Avenue, Toronto, Ontario 


WATEROUS GM DIESEL LIMITED 
10025 51st Avenue, Edmonton, Alberta 

7850 Blackfoot Trail, Calgary, Alberta 

10906 97th Avenue, Grande Prairie, Alberta 


M@ HEAD OFFICE 
@ SALES & SERVICE 
A MANUFACTURING 


© SEVEN ISLANDS 


\ 


° - ~~ DARTMOUTH 
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PRINCIPAL OPERATIONS OFFICERS 


WAJAX INDUSTRIES LIMITED 


WATEROUS GM DIESEL LIMITED 


SMITH BROS. MOTOR BODIES LIMITED 


NIEDNER LIMITED 


WAJAX MANUFACTURING LIMITED 


WAJAX INTERNATIONAL LIMITED 


PACIFIC PUMPERS INC. 


WILCO FIRE EQUIPMENT CO. 


J. A. Crawford, 


Vice President, Operations 


A. A. Schultz, 


President & General Manager 


R. G. Willox, 


President & General Manager 


S. M. Petrusewicz, 
President & General Manager 


D. B. Turner, 


General Manager 


G. A. A. Hunter, 


Vice President 


E. J. Engelhardt, 


Vice President 


C. H. Stratton, 
Vice President 
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